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RESPONSES TO THE WRITTEN COMMENT RECEIVED ON EXPOSURE DRAFT ON
SOCIAL BENEFITS: LIMITED SCOPE AMENDMENTS (ED 214)

The Accounting Standards Board (Board) approved an Exposure Draft requesting
stakeholders to comment on the Exposure Draft on Social Benefits: Limited Scope
Amendments (ED 214) in July 2025. A Notice was published in the Government Gazette on
15 August 2025 (Notice 53155). The comment period closed on 14 November 2025.

The results of the formal comment process are summarised in this document. The comments
received have been analysed based on the questions outlined in the Invitation to Comment
published by the Board, along with any general comments noted by respondents.

An analysis of the stakeholders that submitted responses is included in the table on the next
page.

In addition to the written comment received, the Exposure Draft was discussed with preparers,
auditors, consultants and other interested parties by way of roundtable and other discussions.

The summary of verbal comment received on ED 214 is included in a separate analysis.
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LIMITED SCOPE AMENDMENTS

WRITTEN COMMENT RECEIVED ON EXPOSURE DRAFT ON SOCIAL BENEFITS:

LIMITED SCOPE AMENDMENTS (ED 214)

No. Name/Organisation Preparers Users Auditors Other
interested
parties
1. | Reserve Bank: Public Finance Division v
2. | Bushbuckridge Local Municipality v
3. | Northern Cape Provincial Treasury v
4. | Free State Department of Economic, v
Small Business Development, Tourism
and Environmental Affairs
5. | Free State Provincial Treasury v
6. | Free State Provincial Treasury: v
Internal Audit and Risk Management
7. | Free State Department of COGTA v
8. | Amahle Menziwa v
(unknown)
9. | Thabang Makhetha v
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SUMMARY AND ANALYSIS OF WRITTEN COMMENT RECEIVED ON THE EXPOSURE
DRAFT ON SOCIAL BENEFITS: LIMITED SCOPE AMENDMENTS
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NO. COMMENT

General matters for comment:

LIMITED SCOPE AMENDMENTS

PROJECT GROUP’S PROPOSED RESPONSE

Comment on any matter contained in Exposure Draft 214 would be welcomed. Comment is most helpful if reference is made to a specific paragraph
or group of paragraphs.

1.

Reserve Bank: Public Finance Division

1.1

As the Public Finance Division, we are users of the data from reporting public entities and as
such data takers, although we can ask questions regarding certain observed trends. In this
regard, we may not be able to comment at a technical level on the verification of the eligibility
criteria as per ED 214. However, we support for this disclosure to be reflected in the notes of
the annual financial statements.

Noted.

1.2

We agree with the distinction between social security and social assistance benefits, as it
aligns with the Government Finance Statistics Manual (GFSM) 2014, which we use to
compile, analyse and disseminate public finance data. The GFSM refers to social security
benefits and social assistance benefits. Social security benefits are social benefit expenses
payable in cash or in kind to households by social security schemes through dedicated
contributions by beneficiaries, for example, the Unemployment Insurance Fund. Contributed
social security schemes are defined as part of the broader category of social insurance
schemes. These are social insurance schemes that are controlled by government units which
cover the entire community or large segments of it and are compulsory for participants.
Provide benefits based on contributions made by or on behalf of participants. The
contributions are typically made by employees, employers, self-employed individuals, and
sometimes the government itself.

Social assistance benefits are transfers payable in cash or in kind to households to meet the
same needs as social insurance benefits but that are not made under a social insurance
scheme. Eligibility to receive such benefits is not dependent on having elected to participate
as demonstrated by the payment of prior contributions, but on criteria such as age, disability,
etc. Social assistance benefits therefore exclude all benefits payable by social security funds.
Social assistance benefits are usually funded by the government and not through a
contributed social security scheme. Non-contributed social security schemes are defined as
social protection arrangements provided by government units that do not require
contributions from beneficiaries or their employers. These schemes are typically funded
through general government revenue rather than earmarked contributions.

In our comprehensive analysis of the Annual Financial Statements (AFS) for Social Security
Funds operating within borders of South Africa using the GFSM 2014, the implications of

Noted.
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LIMITED SCOPE AMENDMENTS

NO. COMMENT PROJECT GROUP’S PROPOSED RESPONSE
ED 214 will be recognised. This standard will be featured in the accounting policies, the
directors' report, annexures, and notes of the AFS. Its presence is not merely procedural; it
fundamentally shapes our understanding and treatment of the transactions outlined in the
AFS, ensuring that our analysis is both thorough and aligned with current regulatory
expectations of ED 214.

2. Bushbuckridge Local Municipality

2.1 | support the proposed amendment to differentiate the treatment of verification of substantive | The support to differentiate the treatment of
ongoing eligibility criteria between social assistance benefits and social security insurance | verification of substantive ongoing eligibility criteria
benefits. between social assistance benefits and social security

s insurance benefits is noted.
Key Points:
1. Conceptual Soundness: The distinction reflects the fundamental differences in the ﬁabenglst;ibrzlii %Si:]abgﬁhi;ni? ?/Ié?,;ﬁgg%/ioﬁr(lsna and
nature of these benefits. Social assistance benefits are conditional and require ongoing yp going elgioility '
eligibility checks, which directly influence liability measurement. The benefits are expected to arise from legislation or
. e . e . _ . similar means rather than contracts.
2. Practical Implications: Excluding verification for social security insurance benefits
avoids unnecessary complexity and aligns with the contractual nature of these arrangements. | Appendix C and Appendix D illustrate the principles
3 Financial Reporting Impact: The proposal enhances clarity and consistency in through implementation  guidance and illustrative
rr;easurement reducir? amgbi ui? fo.r re a?ergand auditors ¢ ! examples. The Reference Group will consider whether
’ 9 guity for prep ' any other forms of support are necessary.

| recommend that the Board provide illustrative examples in the final Standard to guide
preparers on applying these principles in practice.

3. Northern Cape Provincial Treasury

3.1 ED 214 Limited Scope Amendments, page 6, 2nd paragraph defining Social assistance | For ease of reference, page 6 paragraph 2 is

benefits:
It is not really accurate to say that less information is available about beneficiaries.

The same information should be available for the paid social insurance benefit (information
required to register by paying beneficiaries) as is available for the free social assistance
benefit (same information would still be required to register for the assistance). The
application process and monitoring process should be the same for both the paid and the
unpaid/free benefit.

background information to ED 214 and is included in
paragraph BC57.:

Social assistance benefits are funded by government
on an ongoing basis and less information may be
available about beneficiaries. Considering the impact
of the verification of substantive ongoing eligibility
criteria on the measurement of social assistance
benefit liabilities may be appropriate, because:

(a) the liability would reflect the entity’s obligation to
provide social benefits to beneficiaries with
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NO. COMMENT

And, relating to (b) of this paragraph, is the measurement primarily based on the
beneficiaries' entittement/estimation of their eligibility, or is it based on availability of funds to
pay the benefits?

LIMITED SCOPE AMENDMENTS

PROJECT GROUP’S PROPOSED RESPONSE

funding received on an ongoing, short-term basis;
and

(b) the entity may not have detailed information about
the beneficiaries to reliably measure the liability
beyond the next point of verification of substantive
ongoing eligibility criteria.

The difference noted in information needs is directly
related to the different nature of the two types of
benefits, which leads to a difference in what entities
are responsible for and should be held accountable
for. Should additional information be needed by
specific users, this can be provided outside the
financial statements.

On balance, the Board retained the proposals in
ED 214, for the following reasons:

e The approach was supported by respondents to
ED 205 and the majority of respondents to
ED 214.

e |t is anticipated that accounting for social
assistance benefits in accordance with the
proposals in ED 205 and ED 214 requires notable
changes from current practice, as the majority of
the benefits are accounted for per the Modified
Cash Standard and no liability is currently
estimated.

e Since the Standard provides new guidance, there
may be benefit in allowing time for practice to
develop before requiring a more extensive
approach to measure liabilities for social
assistance benefits. The proposals in ED 214
provides some relief in measuring social
assistance benefits, which could be revisited in
future when practice is established.
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LIMITED SCOPE AMENDMENTS

PROJECT GROUP’S PROPOSED RESPONSE

This reasoning is added to paragraph BC59.

Free State Department of Economic, Small Business Development, Tourism and Environmental Affairs

Paragraph 15 — 18 of the exposure draft provides the definition of the liability as well as its
recognition of the social security insurance as well as the social assistance benefit.

They further provide the conditions at which this liability may be recognized. Which by and
large a focus should be on eligibility criteria. The contestation in this regard is whether or not
the existing beneficiaries meeting substantive eligibility criteria at a future date should give
or not give rise to the recognition of a new liability.

The general understanding is that recognising a new liability for an existing beneficiary that
meets substantive eligibility criteria at a future date could be contrary to the initial recognition
requirements, which require the recognition of a liability before an application is verified to
meet all eligibility criteria.

In my opinion, the exposure draft is supported in the sense that there must not be a sense
where certain paragraphs of the standard are seen to be in contradiction when it comes to
the components of the financial statements and the recognition criteria.

Noted.

4.2

Social security insurance benefits are funded by contributions and there must be information
about the individuals who contribute and may become beneficiaries. Considering the impact
of the verification of substantive ongoing eligibility criteria on the measurement of social
security insurance benefit liabilities may be inappropriate because the contributors are
already known and as a result they will be the beneficiaries of this contributions.

Social assistance benefits are funded by government on an ongoing basis and less
information may be available about beneficiaries. Considering the impact of the verification
of substantive ongoing eligibility criteria on the measurement of social assistance benefit
liabilities may be appropriate. It is therefore imperative as the verification will result in the
liability reflecting the entity’s obligation to provide social benefits to beneficiaries with funding
received on an ongoing, short-term basis.

Noted.

Free State Provincial Treasury

5.1

No comment.

Noted.

Free State Provincial Treasury: Internal Audit and Risk Management

6.1

No comment.

Noted.
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7. Free State Department of COGTA

71 The Department of COGTA does not have any comments on the ED 214. Noted.

8. Amahle Menziwa

8.1 | agree with the proposed amendment to clarify the guidance on ED 205 Standard. | believe | Noted.
this will improve the Standard by providing more clarity on the accounting treatment for social . . ; .
benefits, which will lead to more consistent application and better reporting. Appendlx.C and App(_andlx D llustrate the _prmmp!es

through implementation guidance and illustrative

However, | would suggest that the Board consider providing additional guidance on ED 214, | examples. The Reference Group will consider whether
as this is a common area of confusion in practice. any other forms of support are necessary.
| support the proposed amendment as it aligns with the principles of transparency and
accountability in government financial reporting.
Thabang Makhetha

9.1 | support this ED205. Practically, it would be interesting to apply as a preparer of financial | Noted.

statements within the public sector.
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